REPORT

DATE: April 7, 2005
TO: The Transportation and Communications Committee (TCC)
FROM: Charlotte Pienkos, Government Affairs Analyst

Phone: (213) 236-1811 E-Mail: pienkos @scag.ca.gov

SUBJECT:  GoCalifornia Legislative Package
EXECUTIVE DIRECTOR’S APPROVAL 4’)/\ W f

RECOMMENDED ACTION: Recommend a support position on AB 850, AB 1266, and SB 705 and a
support in concept position in regard to the transportation provisions of ACA 4X.

SUMMARY:

Governor Schwarzenegger has proposed three bills and one constitutional amendment, collectively called
GoCalifornia, to increase transportation funding and expedite project delivery. Assembly Bill 850
(Canciamilla, D-Pittsburg) promotes private-public partnerships and toll agreements; Assembly Bill 1266
(Niello, R-Fair Oaks) permits design-sequencing; SB 705 (Runner, R-Antelope Valley) allows design-
build; and Assembly Constitutional Amendment 4X (Keene, R-Chico) on the state budget, education
finance, and transportation funding protects Proposition 42 revenues from reallocation to the General
Fund. Based on statements in the adopted 2005 SCAG State and Federal Legislative Program and the
adopted 2004 Regional Transportation Plan, support is warranted for AB 850, AB 1266, and SB 705. Due
to the uncertain outcome of negotiations surrounding transportation funding, a slightly tempered support
in concept position is recommended for the transportation provisions of ACA 4X until more information
is known.

BACKGROUND:

On February 24, 2005, Secretary of Business, Transportation and Housing (BT&H) Sunne Wright
McPeak announced the introduction of three bills that, when teamed with Governor Arnold
Schwarzenegger’s budget reform constitutional amendment, would “[put] the ‘go’ back into California’s
transportation system.” The legislative package, titled GoCalifornia, is comprised of Assembly Bill 850
(Canciamilla, D-Pittsburg) on private-public partnerships and toll agreements; Assembly Bill 1266
(Niello, R-Fair Oaks) on design-sequencing; SB 705 (Runner, R-Antelope Valley) on design-build; and
Assembly Constitutional Amendment 4X (Keene, R-Chico) on the state budget, education finance, and
transportation funding.

According to a BT&H press release, “GoCalifornia increases the sources of funding for state roads and
highways and reduces red tape for transportation projects.” Because the innovative financing, project
expediting, and Proposition 42 protection provisions contained within GoCalifornia are supported by the
adopted 2005 SCAG State and Federal Legislative Program (Legislative Program) and the adopted 2004
Regional Transportation Plan (RTP), staff recommends the Transportation and Communications
Committee (TCC) recommend a support position to the Regional Council.

AB 850, introduced by Assembly Member Joe Canciamilla, allows the state to enter into 35-year long
agreements with private entities to construct and operate toll roads, including dedicated truck lanes. Tolls
may not be charged on high occupancy vehicles (HOV) lanes, but may be charged on other lanes. At the
end of 35 years, the road’s control reverts to the state, which may continue to collect tolls. The state must
reimburse the private entity for projected losses in revenue if the state makes improvements in a corridor
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deemed in competition with the toll facilities. AB 850 does not compel the state to enter into public-
private agreements, nor does it convert existing free lanes into toll lanes.

The Legislative Program states, “Support legislation that promotes the use of public-private partnerships
and other innovative financing mechanisms.” Also, the RTP addresses high occupancy toll (HOT) lanes,
stating “Given limited public funds to support transportation infrastructure development, HOT lanes
would be considered for some new facilities.” Those statements, in addition to the RTP’s support for user
fee-supported project financing for major regional investments like dedicated truck lanes, is consistent
with AB 850’s limitation to new construction and its project scope. A support position is warranted.

AB 1266, introduced by Assembly Member Roger Niello, enables Caltrans to use design-sequencing, the
project delivery method that permits construction to begin as soon as the design is finished for each phase
of a project. The bill eliminates the current pilot program, as well as the requirement for the
establishment of a peer review committee and annual reports to the Legislature.

The Legislative Program states, “Support design-build and design-sequencing procurement procedures to
expedite project delivery.” AB 1266 is on-point with this position and warrants SCAG’s support.

SB 705, introduced by Senator George Runner, allows Caltrans to utilize design-build when procuring
new transportation projects. Caltrans currently uses design-bid-build, a process that can result in
unnecessary delays and cost overruns. Design-build accelerated the completion of projects because a
project is subject to a single-bid process. Costs are contained by construction efficiency. The same
Legislative Program platform stated above is applicable to SB 705; staff recommends a support position.

ACA 4X, introduced by Assembly Member Rick Keene, places a constitutional amendment before the
voters to provide ongoing spending authority in the event of a late budget, across-the-board spending cuts
to prevent General Fund spending from exceeding revenues; changes the Proposition 98 minimum
funding guarantee for K-14 education; protects Proposition 42 transportation funding; and prohibits
General Fund borrowing from special funds. As it relates to transportation, ACA 4X repeals the authority
to suspend Proposition 42 transfers, referred to as the firewall, and extends repayment of previously
borrowed Proposition 42 funds for fifteen years without an inflationary factor. While stretching the
repayment schedule, ACA 4X does authorize the state to bond the repayment obligation to generate
immediate proceeds to fund transportation projects.

The Legislative Program advocates a constitutional amendment to protect Proposition 42 revenues from
reallocation to the General Fund, a task ACA 4X would undertake. Similarly, the RTP calls for a
constitutional amendment to “ensure Proposition 42 revenue is available when needed.” As the most
viable of the Proposition 42 firewall measures, ACA 4X has the Governor’s support and would provide
the constitutional fix transportation stakeholders have sought for two years. It comes with a price in the
form of a likely Proposition 42 suspension in Fiscal Year 2006-2007.

As negotiations continue on the exact nature of the deal to be struck between the Governor, the
Legislature, and transportation stakeholders, it would be premature to indicate a support position for the
transportation provisions of ACA 4X when a better deal remains to be made. In the meantime, a support
in concept position is merited, with a possible change to a support position later when more details are
known. Staff recommends no position on sections of ACA 4X unrelated to transportation.

SUPPORT:
No agencies have offered support on any of the GoCalifornia bills as of March 16, 2005.

OPPOSE:

Opposition to ACA 4X has been lodged in regard to its education provisions, but not to its transportation
provisions.
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BILL STATUS:

AB 850 and AB 1266 are in the Assembly Transportation Committee; no hearings have been scheduled.
SB 705 is in the Senate Transportation and Housing Committee; a hearing is scheduled for April 5" at
1:30pm. ACA 4X is in the Assembly Budget Process Committee; no hearing has been scheduled.

FISCAL IMPACT:
All work related to adopting the recommended staff action is contained within the adopted FY 04/05

budget and adopted 2005 SCAG Legislative Program and does not require the allocation of any additional
financial resources.

CP#108679

SOUTHERN CALIFORNIA
ASSOCIATION of GOVERNMENTS
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AB 850 Assembly Bill - INTRODUCED

BILL NUMBER: AB 850 INTRODUCED
BILL TEXT

INTRODUCED BY Assembly Member Canciamilla
(Principal coauthor: Assembly Member Benoit)
(Principal coauthor: Senator Runner)

FEBRUARY 18, 2005

An act to amend Section 143 of the Streets and Highways Code,
relating to transportation.

LEGISLATIVE COUNSEL'S DIGEST

AB 850, as introduced, Canciamilla. Toll road agreements.

Existing law, until January 1, 2003, authorized the Department of
Transportation to solicit proposals and enter into agreements with
private entities or consortia for the construction and lease of no
more than 2 toll road projects, and specified the terms and
requirements applicable to those projects.

This bill would instead authorize the department to enter into
comprehensive development franchise agreements with public and
private entities or consortia for specified types of transportation
projects, as defined, subject to certain requirements and conditions.
The bill would authorize tolls to be collected after the termination
of a franchise agreement period, subject to approval of the
California Transportation Commission. The bill would require a
franchise agreement to allow the department to acquire by
condemnation or negotiation the financial value of a competing toll
facility if the department opens a competitive state facility in the
same corridor. The bill would enact other related provisions.

Vote: majority. Appropriation: no. Fiscal committee: yes.
State-mandated local program: no.

THE PEOPLE OF THE STATE OF CALIFORNIA DO ENACT AS FOLLOWS:

SECTION 1. Section 143 of the Streets and Highways Code 1is
amended to read:

143. (a) ~TIhe- Pursuant to Chapter 3
(commencing with Section 30800) of Division 17, the department
may solicit proposals , negotiate, and enter into
comprehensive development franchise agreements with public
and private entities, or consortia thereof, for the
construction —byr—and-lesso-tor—private—cntities— of

—swe—pallie— transportation —domenstiab-ion
projects. —Fhe—cdepairimeit—hallHot—eRtol—into—an

2003~ As used in this section, "

transportation projects " means (1) shared

high-occupancy vehicle (HOV) lanes where HOVs are permitted free
passage, (2) dedicated exclusive truck lanes, (3) mixed-flow toll
lanes and free lanes, and (4) toll lanes for all vehicles

other than HOVs .(b) For the purpose of facilitating those
transportation projects, the agreements between the

parties may include provisions for Ilimiting the department
from initiating the opening to traffic of new competing state
highway facilities within the same transportation corridor, for
the lease of rights-of-way in, and airspace over or under,
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AB 850 Assembly Bill - INTRODUCED Page 2 of 3

these state highways, for the granting of necessary easements,

and for the issuance of permits or other authorizations to enable
£h SR TN anta itz oot et the
= 4

construction of transportation facilities supplemental to
existing state-owned and operated transportation
facilities. Facilities constructed by —s—pxiveso
an entity pursuant to an agreement under this
section shall, at all times, be owned by the —state
department as an operational part of the state highway system
The agreement shall provide for the lease of those facilities
to the —pxivabe— franchised entity for
up to 35 years to recover private investments in the form of
expended funds together with a reasonable rate of return on those
funds, negotiated by the department with the contracting
entity . In consideration therefor, the agreement shall provide
for complete reversion of the privately constructed facility
and the right to collect tolls to the —s&ate
department and any other government entity participating in the
funding of the project, if any, at the expiration of the lease
at no charge to the —state— department or other
governmental entity
(c} The department may exercise any power possessed by it with
respect to the development and construction of state transportation
projects to facilitate the development and construction of
transportation toll ©projects initiated pursuant
to this section. Agreements for maintenance and police services
entered into pursuant to this section —shetd
may provide for —feekd— some form of
negotiated reimbursement for services rendered by the
department —e#— and other state agencies.
The department may provide services for which it is reimbursed with
respect to preliminary planning, environmental certification and
review , —she— preliminary design ,
design, right - of - way
acquisition, and construction of —the—demenstration
these transportation projects.
(d) (1) Agreements entered into pursuant to this section shall
authorize the —pxdwabe—~ contracting
entity to impose tolls for use of a facility constructed by it, and
shall require that over the term of the —lease
franchise, that the toll revenues will be applied
to payment of some or all of the —private—entityx's
capital outlay costs for the project, the costs associated
with operations, toll collection, administration of the facility,
reimbursement to the —stabe— department or
other governmental entity for the costs of —wmedrbenance
ad— services to develop and maintain the project,
police services, and a reasonable return on investment to the
private entity. The agreement shall require that any excess toll
revenue either be applied to any indebtedness incurred by the private
entity with respect to the project or be paid into the State Highway
Account, or both.
(2) The —subhoribi-bo—collocs collection of
tolls for the use of these facilities —shadd-boxminate
may be extended by the commission at the
expiration of the franchise agreement.
(e) The plans and specifications for each transportation
project constructed pursuant to this section shall comply with
the department's then-existing standards for similar
state transportation projects. A facility constructed by and
leased to —a=—priwabe— another entity
shall, during the term of the lease, be deemed to be a part of the
state highway system for purposes of identification, maintenance,
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AB 850 Assembly Bill - INTRODUCED

enforcement of traffic laws, and for the purposes of Division 3.6
(commencing with Section 810) of Title 1 of the Government Code.

(f) The assignment authorized by subdivision (c¢) of Section 130240
of the Public Utilities Code is consistent with this section.

(g) Each franchise agreement entered into by the department shall
include provisions authorizing the department to open competitive
facilities to traffic within the designated corridor subject to the
department exercising its police power to either acquire by
condemnation or negotiation the remaining net fair market capitalized
value of the toll franchise period equivalent to the projected lost
annual income for the remaining term of the competition protection
afforded by that agreement. The annual payments shall be determined
by a projection of the average increase of net income over the
previous five years of tolled operations, or less than five years if
there have not been a full five years of consecutive operations of
the facility. To the extent that the toll facility does not suffer a
loss of net income equivalent to that projected in each year, the sum
paid at the end of that fiscal year on June 30 shall be adjusted so
that the department's payments are reduced accordingly.
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AB 1266 Assembly Bill - INTRODUCED

BILL NUMBER: AB 1266 INTRODUCED
BILL TEXT

INTRODUCED BY Assembly Member Niello
FEBRUARY 22, 2005

An act to amend Section 217, 217.7, and 217.9 of, and to repeal
Section 217.8 of, the Streets and Highways Code, relating to state
highways.

LEGISLATIVE COUNSEL'S DIGEST

AB 1266, as introduced, Niello. State highways:
design-sequencing contracts.

Existing law authorizes the Department of Transportation, until
January 1, 2010, to conduct a pilot project to award
design-sequencing contracts, as defined, for the design and
construction of not more than 12 transportation projects, to be
selected by the Director of Transportation.

This bill would instead generally authorize the department to
award contracts for projects using the design-sequencing contract
method, if certain requirements are met.

Vote: majority. Appropriation: no. Fiscal committee: yes.
State-mandated local program: no.

THE PEOPLE OF THE STATE OF CALIFORNIA DO ENACT AS FOLLOWS:

SECTION 1. Section 217 of the Streets and Highways Code is
amended to read:

217. The following definitions apply for the purposes of this
article: (a) "Design" is a plan completed to a level of 30 percent.

(b) "Design-sequencing" is a method of contracting that enables
the sequencing of design activities to permit each construction phase
to commence when design for that phase is complete, instead of
requiring design for the entire project to be completed before
commencing construction.

{(c) A "design-sequencing contract" is a contract between the
department and a contractor that requires the department to prepare a
design and permits construction of a project to commence upon
completion of design for a construction phase.

{R) M3 s ot a o ool oo J e o f £ ot nr\‘ly wuntil ‘r:.nnav-y 1
2010 SRd—as—of—that dato ) ;epgaiz_\ﬂ, RO ES St bor—aRnact-ed
SHabdbor—thab—is—oHaC E et e la—d Rt e kO b e —o o e
Lhab—dabor

SEC. 2. Section 217.7 of the Streets and Highways Code is
amended to read:

217.7. ——t8)=— = Notwithstanding
Chapter 1 (commencing with Section 10100) of Part 2 of Division 2 of
the Public Contract Code, except Section 10128 of that code, and
Chapter 10 (commencing with Section 4525) of Division 5 of Title 1 of
the Government Code, the department may —coneduct--a—phaso—Ewo
pilot—progran—to—lat— award contracts using the
design-sequencing —eeat;aGts—£e;—the—des+gn—and—sens;5us§*en

Y

of ot RoEe i et ies

ea.ai-te-pi-a actalbliohad ]'\\Jr tha diract-ox contract:.ng
method defined in Section 217 . For the purpose of this
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AB 1266 Assembly Bill - INTRODUCED

article, these projects shall be deemed public works. -3
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SEC. 3. Section 217.8 of the Streets and Highways Code 1is
repealed.
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SEC. 4. Section 217.9 of the Streets and Highways Code 1is
amended to read:

217.9. Design-sequencing contracts —under-the—phaseo—twe
pikob—prograr— , as described in Section 217.7, shall be
awarded in accordance with all of the following:(a) The department
shall advertise design-sequencing projects by special public notice
to contractors.

(b) Contractors shall be required to provide prequalification
information establishing appropriate licensure and successful past
experience with the proposed work.
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SB 705 Senate Bill - INTRODUCED

BILL NUMBER: SB 705 INTRODUCED
BILL TEXT

INTRODUCED BY Senator Runner
(Coauthors: Assembly Members Benoit and Sharon Runner)

FEBRUARY 22, 2005

An act to add Article 8 (commencing with Section 228) to Chapter 1
of Division 1 of the Streets and Highways Code, relating to
transportation.

LEGISLATIVE COUNSEL'S DIGEST

SB 705, as introduced, Runner. Design-build contracts.

Existing law makes the Department of Transportation responsible
for improving and maintaining the state highway system. Under
existing law, until January 1, 2010, the department is authorized to
utilize design-sequencing as an alternative contracting method for
the design and construction of not more than 12 transportation
projects, as defined.

This bill would authorize the department to contract using the
design-build process, as defined, for the design and construction of
transportation projects. The bill would require the director of the
department to establish a prequalification and selection process.
Because the bill would make it a crime for a person to certify as
true any fact on the declaration known by him or her to be false, it
would impose a state-mandated local program.

The California Constitution requires the state to reimburse local
agencies and school districts for certain costs mandated by the
state. Statutory provisions establish procedures for making that
reimbursement.

This bill would provide that no reimbursement is required by this
act for a specified reason.

Vote: majority. Appropriation: no. Fiscal committee: yes.
State-mandated local program: yes.

THE PEOPLE OF THE STATE OF CALIFORNIA DO ENACT AS FOLLOWS:

SECTION 1. The Legislature finds and declares the following: (a)
Various public agencies throughout the country have been considering,
and in some cases experimenting with, innovative contracting
practices for public works with the goal of improving and reducing
the cost of the public works contract process and reducing highway
user delays, to the benefit of the public interest.

(b) The Federal Highway Administration has established an
experimental project for the purpose of evaluating certain innovative
contracting practices, including the use of design-build contracts,
and has provided funding for the documentation, evaluation, and
reporting of these activities.

SEC. 2. Article 8 (commencing with Section 228) is added to
Chapter 1 of Division 1 of the Streets and Highways Code , to read:

Article 8. Design-Build Contracting Program
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SB 705 Senate Bill - INTRODUCED

228. Notwithstanding any provision of the Public Contract Code or
any other provision of law, the department may let design-build
contracts for the design and construction of transportation projects
selected by the director. For the purpose of this article, these
projects shall be deemed public works.

228.1. The following definitions apply for purposes of this
article: (a) "Best value" means a value determined by objective
criteria and may include, but is not limited to, price, features,
functions, life-cycle costs, and other criteria deemed appropriate by
the department.

{(b) "Design-build" means a procurement process in which both the
design and construction of a project are procured from a single
entity.

(¢) "Design-build entity" means a partnership, corporation, or
other legal entity that is able to provide appropriately licensed
contracting, architectural, and engineering services as needed.

228.2. Prior to contracting for the procurement of state
transportation projects, the director shall take all of the following
actions: (a) Prepare a program setting forth the scope of the
project that may include, but is not limited to, the size, type, and
desired design character of the transportation project and site and
performance specifications covering the quality of materials,
equipment, and workmanship, or any other information deemed necessary
to describe adequately the state's needs. The performance
specifications shall be prepared by a design professional licensed
and registered in the State of California.

(b) (1) Establish a competitive prequalification and selection
process for design-build entities, including any subcontractors
listed at the time of bid, that clearly specifies the
prequalification criteria and the manner in which the winning entity
will be selected.

(2) Prequalification shall be limited to the following criteria:

(A) Possession of all required licenses, registration, and
credentials in good standing that are required to design and
construct the project.

(B) Submission of evidence that establishes that the design-build
entity members have completed, or demonstrated the capability to
complete, projects of similar size, scope, or complexity and that
proposed key personnel have sufficient experience and training to
competently manage and complete the design and construction of the
project.

(C) Submission of a proposed project management plan that
establishes that the design-build entity has the experience,
competence, and capacity needed to effectively complete the project.

(D) Submission of evidence that establishes that the design-build
entity has the capacity to obtain all required payment and
performance bonding, liability insurance, and errors and omissions
insurance.

(E) Submission of a financial statement that assures the
department that the design-build entity has the capacity to complete
the project.

(F) Provision of a declaration certifying that the design-build
entity menbers have not had a surety company finish work on any
project within the last five years.

(G) Provision of information and a declaration providing details
concerning all of the following:

(i) Any settlement or judgment in a construction or design claim
or litigation totaling more than five hundred thousand dollars
($500,000) or 5 percent of the annual value of work performed,
whichever is less, against any member of the design-build entity
within the last five years.

(ii) Any serious violation of the Occupat%pnal Safety and Health
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SB 705 Senate Bill - INTRODUCED

Act, as provided in Part 1 (commencing with Section 6300) of Division
5 of the Labor Code, committed by any member of the design-build
entity.

(iii) Any violation of federal or state law, including, but not
limited to, those laws governing the payment of wages or benefits or
personal income tax, Federal Insurance Contributions Act withholding,
or state disability insurance withholding or unemployment insurance
payment requirements against any member of the design-build entity
within the last five years. For the purposes of this clause, only
violations committed by a design-build member as an employer shall be
included in the declaration. A violation by a subcontractor of the
provisions of subdivision (b) of Section 1775 of the Labor Code shall
be included in the declaration if the design-build member had
knowledge of the wviolation.

(iv) Any violations of the Contractors' State License Law (Chapter
9 (commencing with Section 7000) of Division 3 of the Business and
Professions Code), excluding complaints the registrar found
unsubstantiated.

(v) Any conviction of any member of the design-build entity for
submitting a false or fraudulent claim to a public agency over the
last five years.

(H) Submission of the questionnaire required by Section 10162 of
the Public Contract Code under penalty of perjury.

(I} Provision of a declaration that the design-build entity will
comply with all other provisions of law applicable to the project,
including, but not limited to, the requirements of Chapter 1
(commencing with Section 1720) of Part 7 of Division 2 of the Labor
Code.

(3) Any declaration required under paragraph (2) shall state that
reasonable diligence has been used in its preparation and that it is
true and complete to the best of the signer's knowledge. A person who
certifies as true any material matter that he or she knows to be
false is guilty of a misdemeanor and shall be punished by not more
than one year in a county jail, by a fine of not more than five
thousand dollars ($5,000), or by both the fine and imprisonment.

228.3. (a) The department, in each design-build request for
proposal, may identify types of subcontractors by subcontractor
license classification, that will be listed by the design-build
entity at the time of the bid. In selecting the subcontractors that
will be listed by the design-build entity, the department shall limit
the identification to only those license classifications deemed
essential for proper completion of the project. The department shall
not specify more than five licensed subcontractor classifications.

(b) At its discretion, the design-build entity may list an additional
two subcontractors, identified by subcontractor license
classification, that will perform design or construction work, or
both, on the project. The design-build entity shall not list at the
time of bid, a total of more than seven subcontractor license
classifications on a project.

(¢c) All subcontractors that are listed at the time of bid shall be
afforded all of the protection contained in Chapter 4 (commencing
with Section 4100) of Part 1 of Division 2 of the Public Contract
Code.

228.4. (a) All subcontracts that are not to be performed by the
design-build entity shall be competitively bid and awarded by the
design-build entity, in accordance with the design-build process set
forth by the department in the design-build package. (b) The
design-build entity shall do all of the following in bidding and
awarding the subcontractors:

(1) Provide public notice of the availability of work to be
subcontracted in accordance with Section 10140 of the Public Contract
Code.

(2) Provide a fixed date and time at which the subcontracted work
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will be awarded in accordance with Section 10141 of the Public
Contract Code.

(3) As authorized by the department, establish reasonable
prequalification criteria and standards, limited in scope to those
described in Section 228.2.

(4) Provide that the subcontracted work shall be awarded to the
lowest responsible bidder.

228.5. The department shall establish technical criteria and
methodology, including price, to evaluate proposals and shall
describe the criteria and methodology in the request for design-build
proposals. The award shall be made to the design-build entity whose
proposal is judged as providing the best value in meeting the
interest of the department and meeting the objectives of the project.

228.6. (a) Any design-build entity that is selected to design and
build a project pursuant to this section shall possess or obtain
sufficient bonding as required by applicable provisions of the Public
Contract Code or the California Toll Bridge Authority Act (Chapter 1
(commencing with Section 30000) of Division 17). Nothing in this
section shall prohibit a general or engineering contractor from being
designated the lead entity on a design-build entity for the purposes
of purchasing necessary bonding to cover the activities of the
design-build entity. (b) Any payment or performance bond written for
the purposes of this section shall use a bond form developed by the
Department of General Services. In developing the bond form, the
department shall consult with the surety industry to achieve a bond
form that is consistent with surety industry standards, while
protecting the interests of the state.

SEC. 3.

No reimbursement is required by this act pursuant to Section 6 of
Article XIII B of the California Constitution because the only costs
that may be incurred by a local agency or school district will be
incurred because this act creates a new crime or infraction,
eliminates a crime or infraction, or changes the penalty for a crime
or infraction, within the meaning of Section 17556 of the Government
Code, or changes the definition of a crime within the meaning of
Section 6 of Article XIII B of the California Constitution.
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ACAXI1 4 Assembly Constitutional Amendment, 1st Ext. Session - AMENDED

BILL NUMBER: ACAX1l 4 AMENDED
BILL TEXT

AMENDED IN ASSEMBLY FEBRUARY 24, 2005
INTRODUCED BY Assembly Member Keene
JANUARY 20, 2005

A resolution to propose to the people of the State of California
an amendment to the Constitution of the State, by amending Sections
10 and 12 of Article IV thereof, by amending Section 6 of Article
XIIT B thereof, by amending Section 8 of Article XVI thereof, by
amending Section 6 of Article XIX thereof, by repealing Section 1 of
Article XIX A thereof, and by amending Section 1 of Article XIX B
thereof, relating to state finance.

LEGISLATIVE COUNSEL'S DIGEST

ACA 4, as amended, Keene. State finances.

(1) The California Constitution provides, commencing in the
2004-05 fiscal year, that if, following the enactment of the annual
Budget Bill, the Governor determines either that General Fund
revenues will decline substantially below the estimate of General
Fund revenues upon which the Budget Bill for that fiscal year was
based, or that General Fund expenditures will increase substantially
above that estimate of General Fund revenues, or both, the Governor
is authorized to issue a proclamation declaring a fiscal emergency
and is thereupon required to cause the Legislature to assemble in
special session. These provisions require that the proclamation
identify the nature of the fiscal emergency and be accompanied by
proposed legislation to address the fiscal emergency. If the
Legislature fails to pass and send to the Governor a bill or bills to
address the fiscal emergency by the 45th day following the issuance
of the proclamation, the Legislature is prohibited from acting on any
other bills and may not adjourn for a joint recess, until that bill
or those bills have been passed and sent to the Governor.

Existing law also provides for a Budget Stabilization Account into
which the Controller is required to transfer specified sums of
General Fund moneys, for use as specified.

This measure would require, rather than authorize, the Governor to
issue a proclamation declaring a fiscal emergency, and specify that
the proclamation would be issued when the Governor determines

aithar that Oorncer=1 Turd raozarnuae i 1]
docline—belew—tho—sstimato—of—ConerslTund—roventes—upon—which—the
Budgob—Bitl—ior—bhabmfisttt oAb R ot—ai—hal the
sum of General Fund expenditures —will—incressc—abows
Shat esta'mate oL GGHGEE1 Liind aoaar S L\At-]n' and
the amount of General Fund moneys transferred to the Budget
Stabilization Account for a fiscal year will exceed General Fund
revenues for that fiscal year by at least $250,000,000,
adjusted to reflect the rate of inflation shown in the
California consumer price index as determined by the
Director of Finance . The measure would also require, as an
additional consequence if the Legislature fails to pass a bill or
bills to address the fiscal emergency by the 45th day, or

under specified circumstances, by the 30th day, that
reductions be imposed, on a pro rata basis, on all General Fund
appropriations enacted on or before the date of the proclamation, by
a percentage estimated by the Director of Finance to cause total
General Fund —appropriabions— expenditures

Page 1 of 13
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not to exceed General Fund revenues by the end of that fiscal
yvear, with specified exceptions. It would specify that benefits

and services, including any entitlement created by st ate

law, shall be provided at a level or in an amount consistent with the
reduction in payment required under these provisions. It would
additionally require the amount of certain payments calculated
pursuant to state —sbasube— Ilaw to be

reduced as necessary to reflect the reduction in General Fund
appropriations , and would reguire any local funds that are
required to be expended, as a condition of the availability of state
funds under that calculation, to be similarly reduced by the local
entity . The reduction authority created pursuant to these
provisions would apply until the effective date, no later than the
end of that fiscal year, of a proclamation issued by the Governor
declaring the end of the fiscal emergency.

(2) Existing provisions of the California Constitution authorize
the Governor and the Governor-elect to require a state agency,
officer, or employee to furnish whatever information is necessary to
prepare the state budget.

This measure would specifically require the Director of Finance to
advise the Governor on the current status of state revenues and
expenditures —in-May—sndNovembor—of—cach—yoar
at least quarterly , and at the beginning of any fiscal year
for which a —bwdgest—ill— Budget Bill has
not been enacted.

(3) Existing provisions of the California Constitution require the
Legislature to pass the —budges—lbild Budget
Bill by midnight on June 15 of each year.

This measure would provide, for the —fixst—full -fiscal
oo 'Ff\-|-|r'\v7-:v\r=,~r tha affactizo dat £ theo—oasuie 2005~

06 fiscal year , and any subsequent fiscal year,

that if the —buwdget—bill- Budget Bill is
not enacted by July 1, amounts equal to the amounts appropriated by
the items of appropriation in the Budget Act and any amendments to
the Budget Act for the immediately preceding fiscal year would be
appropriated, as specified, until a —budses—loii

Budget Bill for the new fiscal year is enacted, subject to
any applicable expenditure reductions. While this spending
authority is in effect for a fiscal year, the measure would limit the
amount of any continuous appropriation from the General Fund,
including State School Fund moneys, to the amount apportioned for
those continuous appropriations for the prior fiscal year. It would
specify that when an appropriation under these provisions is
insufficient to fully fund an entitlement created by state 1

aw, the entitlement shall be deemed to be limited to the amount

of funds appropriated, as specified.

(4) Existing provisions of the California Constitution and various
statutes authorize the loan to the General Fund of moneys in
specified funds and accounts, including loans from the Public
Transportation Account in the State Transportation Fund.

This measure would, on and after July 1, 2006, prohibit the
transfer of funds from a special fund to the General Fund as a loan,
with specified exceptions. Any funds that were transferred prior to
that date from a special fund to the General Fund for the purpose of
making a loan to the General Fund and that have not been
repaid to that special fund by July 1, 2006, would be required to be
repaid to that special fund by July 1, 2021.

(5) Under the California Constitution, whenever the Legislature ox
a state agency mandates a new program or higher level of service on
any local government, the state is required to provide a subvention
of funds to reimburse the local government, with specified
exceptions. The California Constitution provides that payable claims
for costs incurred prior to the 2004-05 fiscal year that have not
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been paid prior to the 2005-06 fiscal year may be paid over a term of
years, as prescribed by law. Existing statutory law provides that
these claims be paid over a period not to exceed 5 years.

This measure would provide that the term of years over which
payable claims shall be paid shall not exceed 15 years.

(6) Existing provisions of the California Constitution require
that specified state funds be applied annually for the support of
school districts and community college districts in an amount not
less than the greater of the amounts calculated under 3 different
tests: —i}— (a) the amount that as a
percentage of General Fund revenues appropriated for school districts
and community college districts is equal to the percentage of
General Fund revenues appropriated for that purpose in the 1986-87
fiscal year (Test 1), —29— (b) the
amount required to ensure that the total allocations to school
districts and community college districts from General Fund proceeds
of taxes and allocated local proceeds of taxes are not less than the
total amount from these sources in the prior fiscal year adjusted for
changes in enrollment and cost of living, operative only in a fiscal
year in which the percentage growth in per capita personal income is
less than or equal to the percentage growth in per capita General
Fund revenues plus —5%—= 0.5% (Test 2), or
—433= (c) the amount calculated pursuant
to Test 2, but adjusted for changes in enrollment and the change in
per capita General Fund revenues, operative only when the percentage
growth in per capita personal income is greater than the percentage
growth in per capita General Fund revenues plus —5%

0.5% (Test 3).

Existing provisions of the California Constitution also permit the
suspension of these provisions by the Legislature, with certain
requirements, and provide that school districts or community college
districts are entitled to a maintenance factor, as specified, if
these provisions are suspended by the Legislature, or if funding of
the public education system is computed pursuant to Test 3, as
described above.

This measure would —prewide—thas repeal

the provisions setting forth Test 3 as an alternative
calculation to be used in determining the minimum annual amount
required to be appropriated for the support of school districts and
community college districts —ase—het—opekative—iia—tiscak
YoRES anﬂﬁggﬂ1ﬂﬂ rha fioco] HORE ip—wbhichthi- s et le—oeaaine
effoctiva— , —and— would —p;e¥+de
shat— repeal the authority to suspend the
requirement to appropriate that minimum annual funding guarantee
APPSRk ot ho SOt i S Gl O S P06 d i Rg—ho—Ei-sta—roas

£h et G ORRGRC S S S-aCRa o th oot fochbiiio—d ot R e e riee

, and would repeal the related provisions
providing for maintenance factors . This measure would require
that the total outstanding amount of any maintenance
factors under the repealed provisions be repaid in total
no later than July 1, 2021, and that the amount of that repayment be
excluded from consideration in calculating the minimum funding
guarantee for the 2005-06 fiscal year, and any subsequent
fiscal year.

This measure would provide, as specified, that appropriations made
for —a— the 2005-06 fiscal year |,
or any subsequent fiscal year, that exceed the minimum funding
guarantee for that fiscal year are excluded from consideration in
calculating the minimum funding guarantee for any subsequent fiscal
yvear, as determined under Test 2 —iiloss—the—sbatube Hadeine

b mm armraniiation_cooacifios obthairuil oo
20 g P =

This measure would require any balance of amounts that were
required to be allocated under the existing minimum annual funding
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guarantee for the 2003-04 fiscal year or any preceding fiscal year,
but that were not allocated as of the effective date of

this measure, to be repaid in total, on a specified allocated basis,
within 15 years from that date.

This measure would further provide that the balance of any amounts
required under the annual funding guarantee to be allocated to
school districts and community college districts for the 2004-05
fiscal year, or any subsequent fiscal year, that —wexe

was not allocated prior to the end of that
fiscal year —a=e— 1is continuously
appropriated to the Controller from the General Fund for allocation
to school districts and community college districts upon the
certification of the final data necessary for the calculation of the
annual funding guarantee by the Department of Finance and the
Superintendent of Public Instruction, subject to certain
requirements. The measure would permit the Legislature to require a
school district or community college district to use those funds for
a specified purpose.

(7) Existing provisions of the California Constitution require
sales taxes on motor vehicle fuel that are deposited in the General
Fund to be transferred to the Transportation Investment Fund for
allocation to various transportation purposes. These provisions
authorize the transfer of these revenues to the Transportation
Investment Fund to be suspended, in whole or in part, for a fiscal
vear during a fiscal emergency pursuant to a proclamation issued by
the Governor and the enactment of a statute by a 2/3 vote of both
houses of the Legislature, if the statute does not contain any
unrelated provision.

This measure instead would provide that the transfer of revenues
from the General Fund to the Transportation Investment Fund may be
suspended, in whole or in part, and subject to these conditions, for
any fiscal year preceding the 2007-08 fiscal year.

The measure would also require that the total amount, as of July
1, 2007, of revenues that were not transferred from the General Fund
to the Transportation Investment Fund because of a suspension
pursuant to these provisions be repaid to the Transportation
Investment Fund no later than June 30, 2022, and that until the total
amount has been repaid, the amount of repayment to be made in each
fiscal year shall not be less than 1/15 of the total amount due. It
would authorize the Legislature to provide by statute for the
issuance of bonds secured by these payments, with the proceeds to be
used for purposes consistent with the provisions governing the
Transportation Investment Fund, and for costs associated with the
issuance and sale of the bonds.

(8) This measure would declare that its provisions are severable,
and that any invalidity of one of its provisions or applications
shall not affect other provisions or applications that can be given
effect without the invalid provision or application.

Vote: 2/3. Appropriation: no. Fiscal committee: yes.
State-mandated local program: no.

Resolved by the Assembly, the Senate concurring, That the
Legislature of the State of California at its 2005 -06 Regular
Session commencing on the sixth day of December 2004, two-thirds of
the membership of each house concurring, hereby proposes to the
people of the State of California, that the Constitution of the State
be amended as follows:

First--That Section 10 of Article IV thereof is amended to read:
SEC. 10. (a) Each bill passed by the Legislature shall be
presented to the Governor. It becomes a statute if it is signed by
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the Governor. The Governor may veto it by returning it with any
objections to the house of origin, which shall enter the objections
in the journal and proceed to reconsider it. If each house then
passes the bill by rollcall vote entered in the journal, two-thirds
of the membership concurring, it becomes a statute. (b) (1) Any bill,
other than a bill which would establish or change boundaries of any
legislative, congressional, or other election district, passed by the
Legislature on or before the date the Legislature adjourns for a
joint recess to reconvene in the second calendar year of the biennium
of the legislative session, and in the possession of the Governor
after that date, that is not returned within 30 days after that date
becomes a statute.

(2) Any bill passed by the Legislature before September 1 of the
second calendar year of the biennium of the legislative session and
in the possession of the Governor on or after September 1 that is not
returned on or before September 30 of that year becomes a statute.

(3) Any other bill presented to the Governor that is not returned
within 12 days becomes a statute.

(4) If the Legislature by adjournment of a special session
prevents the return of a bill with the veto message, the bill becomes
a statute unless the Governor vetoes the bill within 12 days after
it is presented by depositing it and the veto message in the office
of the Secretary of State.

(5) If the 12th day of the period within which the Governor is
required to perform an act pursuant to paragraph (3) or (4) of this
subdivision is a Saturday, Sunday, or holiday, the period is extended
to the next day that is not a Saturday, Sunday, or holiday.

(¢) Any bill introduced during the first year of the biennium of
the legislative session that has not been passed by the house of
origin by January 31 of the second calendar year of the biennium may
no longer be acted on by the house. No bill may be passed by either
house on or after September 1 of an even-numbered year except
statutes calling elections, statutes providing for tax levies or
appropriations for the usual current expenses of the State, and
urgency statutes, and bills passed after being vetoed by the
Governor.

(d) The Legislature may not present any bill to the Governor after
November 15 of the second calendar year of the biennium of the
legislative session.

(e) The Governor may reduce or eliminate one or more items of
appropriation while approving other portions of a bill. The Governor
shall append to the bill a statement of the items reduced or
eliminated with the reasons for the action. The Governor shall
transmit to the house originating the bill a copy of the statement
and reasons. Items reduced or eliminated shall be separately
reconsidered and may be passed over the Governor's veto in the same

manner as bills.
(f) (1) If f'Fn—]1nrv1'r\g tho e i — i —trtre k11fqgni— bided

for—tho 200405 il ook —olmaly—siheomont—ii s eat—roat——she
GOV ENOr— e Eo RS SR i O R i 5-C Sk O il RO H S O OO S
L 4

will  dacl ima halowat o —aetbtia oot O I O Sl B I e S S A S OO 1 which
g

the—budgetbill—for—thatii-tcol—iiosk—ia O R et W Sl o S-S a0
Conoral Fund O RO S e - 1 G S SO S e O S i b a—a
ConcralRund~—rovenues—or—bothy the Governor
determines that the sum of General Fund expenditures and the amount
of General Fund moneys transferred to the Budget Stabilization
Account pursuant to Section 20 of Article XVI for a fiscal year will
exceed General Fund revenues for that fiscal year by at least
two hundred fifty million dollars ($250,000,000), adjusted to reflect
the rate of inflation shown in the —apprepriase

California consumer price index as —denbified

determined by the Director of Finance, the
Governor shall issue a proclamation declaring a fiscal emergency and
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shall thereupon cause the Legislature to assemble in special session
for this purpose. The proclamation shall identify the nature of the
fiscal emergency and shall be submitted by the Governor to the
Legislature, accompanied by proposed legislation to address the
fiscal emergency.

(2) If the Legislature fails to pass and send to the Governor a
bill or bills to address the fiscal emergency by the 45th day
following the issuance of the proclamation, or the 30th day if
appropriation authority is currently provided pursuant to subdivision
(g) of Section 12, all of the following shall occur:

(A) The Legislature may not act on any other bill, nor may the
Legislature adjourn for a joint recess, until that bill or those
bills have been passed and sent to the Governor.

(B) (i) Notwithstanding any other provision of this Constitution,
all General Fund appropriations enacted on or before the date of the
issuance of the proclamation shall be reduced, on a pro rata basis,
by that percentage that the Director of Finance estimates will cause
total General Fund —appropiiati-ons
expenditures , and the amount of any General Fund moneys
transferred to the Budget Stabilization Account for that fiscal year
pursuant to Section 20 of Article XVI, not to exceed General Fund
revenues by the end of that fiscal year. The Controller shall
implement this subparagraph by applying the percentage estimated by
the Director of Finance to every payment of General Fund moneys in a
warrant that is issued under the authority of any affected
appropriation. Lt it OB S S A P SO i e
E Salculatad pugs”an% B O ey andedaciiad ky o gnuarﬁm@n&

REib vt her—than-the—Contioltorr—hirk-tr—o—the—eMtbonb—iundod—trom

£ he—tonoiral—RiRa—ofte——atate boe—raoducod—as ROC-OEEaEIL towraflact tha
raduation 3 qn:v = ky thic nnkpavag;aph*_ Benefits and

services, including any entitlement created by state law, shall be
provided at a level or in an amount consistent with the reduction in
payment required under this subparagraph. In addition, the amount of
any payment that is calculated pursuant to state law, and issued by a
government entity, including a local government agency, other than
the Controller, shall, to the extent funded from the General Fund of
the state, be reduced by the same percentage that paymen t

of General Fund moneys are reduced pursuant to this subparagraph,

and any local funds that are required to be expended as a condition
of the availability of state funds under that calculation shall be
similarly reduced by the local entity.

(ii) This subparagraph shall not apply to a payment required by

£68.05aL—tgeivr the United States Constitution,
or to a payment required to meet obligations with respect to
state bonded indebtedness ——oFr—a—PayRORE—LoFairrad—under—a

conbtract ~nllactiza et ool ml o oo oo or—oaothar antitlamant i da-e
L4 - - -t L

lasz for wiha ol liabi14+y of tha Ottt fox DA CoE oY= baforaotha

£ oot ivia—dobo—oi—tho—Reasiie—hab—adtod—bhi-s—ibparagraph

(iii) Notwithstanding any other provision of this Constitution,
this subparagraph shall apply to any General Fund payment made with
respect to any contract, collective bargaining agreement, or other
entitlement under law for which liability of the State to pay arises
on or after the effective date of the measure that added this
subparagraph. This subparagraph shall be deemed to be included in
every contract or other agreement to which the State is a party and
any provision of state law under which the State is to make any
payment.

(iv) The reduction authority set forth in this subparagraph
applies until the effective date, no later than the end of that
fiscal year, of a proclamation issued by the Governor declaring the
end of the fiscal emergency.

(3) A bill addressing the fiscal emergency declared pursuant to
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this section shall contain a statement to that effect.

Second--That Section 12 of Article IV thereof is amended to read:

SEC. 12. (a) Within the first 10 days of each calendar year,

the Governor shall submit to the Legislature, with an explanatory
message, a budget for the ensuing fiscal year containing itemized
statements for recommended state expenditures and estimated state
revenues. If recommended expenditures exceed estimated revenues, the
Governor shall recommend the sources from which the additional
revenues should be provided. (b) (1) The Governor and the Governor
-elect may require a state agency, officer, or employee to furnish
whatever information is deemed necessary to prepare the budget.

(2) The Director of Finance shall advise the Governor on the
current status of state revenues and expenditures ~—dn-May
and-lNovembor—of—aach—year— at least quarterly ,
and at the beginning of any fiscal year for which a budget bill has
not been enacted.

{(c) (1) The budget shall be accompanied by a budget bill itemizing
recommended expenditures.

(2) The budget bill shall be introduced immediately in each house
by the persons chairing the committees that consider the budget.

(3) The Legislature shall pass the budget bill by midnight on June
15 of each year.

(4) Until the budget bill has been enacted, the Legislature shall
not send to the Governor for consideration any bill appropriating
funds for expenditure during the fiscal year for which the budget
bill is to be enacted, except emergency bills recommended by the
Governor or appropriations for the salaries and expenses of the
Legislature.

(d) No bill except the budget bill may contain more than one item
of appropriation, and that for one certain, expressed purpose.
Appropriations from the General Fund of the State, except
appropriations for the public schools, are void unless passed in each
house by rollcall vote entered in the journal, two-thirds of the
membership concurring.

(e} The Legislature may control the submission, approval, and
enforcement of budgets and the filing of claims for all state
agencies.

(f) For the 2004-05 fiscal year, or any subsequent fiscal year,
the Legislature may not send to the Governor for consideration, nor
may the Governor sign into law, a budget bill that would appropriate
from the General Fund, for that fiscal year, a total amount that,
when combined with all appropriations from the General Fund for that
fiscal year made as of the date of the budget bill's passage, and the
amount of any General Fund moneys transferred to the Budget
Stabilization Account for that fiscal year pursuant to Section 20 of
Article XVI, exceeds General Fund revenues for that fiscal year
estimated as of the date of the budget bill's passage. That estimate
of General Fund revenues shall be set forth in the budget bill passed
by the Legislature.

(g) For the &est—fuli—iitcalioat—iolrowing—she
effective—dato—oi—the—Reasiio—that—addod—ihirs—iuodiniei-cn

2005-06 fiscal year , or any subsequent fiscal year, if
the budget bill is not enacted prior to July 1, as of that date
amounts equal to the amounts appropriated by each of the items of
appropriation in the —buwdget—aes— Budget Act
and any amendments to the budget—asct
Budget Act for the immediately preceding fiscal year are hereby
appropriated for the current fiscal year in the same proportions,
for the same purposes, from the same funding sources, and under the
same conditions that apply to those items under that —hbudges
act—or—amendnent—to—-rho—budget—aet— Budget Act or
amendment to the Budget Act. When an appropriation made pursuant to -
this subdivision is insufficient to fully fund an entitlement created {54
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by state law during the portion of the fiscal year for which this
subdivision is operative, the entitlement shall be deemed limited,
for that portion of the fiscal year, to the amount of funds appropri
ated pursuant to this subdivision for that purpose
The appropriation authority set forth in this subdivision applies
until she—affoctive—tdabo—oi—tho—budsct—act—onactad—ior—thas
fiscal-year— the effective date of the Budget Act for
that fiscal year. For so long as the appropriation authority set
forth in this subdivision applies to a fiscal year, the amount of any
continuous appropriation from the General Fund of the State for that
fiscal year, including the continuous appropriation from the State
School Fund pursuant to Section 6 of Article IX, shall not exceed the
amount appropriated pursuant to that continuous appropriation for
the immediately preceding fiscal year.

(h) (1) On and after July 1, 2006, funds may not be transferred
from a special fund to the General Fund as a loan. Any funds
transferred prior to that date from a special fund to the General
Fund for the purpose of making a loan to the General Fund and not
repaid to that special fund by July 1, 2006, shall be repaid to that
special fund no later than July 1, 2021.

(2) The prohibition contained in this subdivision does not apply
to loans made for the purpose of meeting the short-term eash
£lew— cashflow needs of the State if any amount
owed is to be repaid in full to the fund from which it was borrowed
Suring—theo—same—ifiscal—iosi—in—which—the—loan—was—Hador—ox
i £ FePAYIRCRE—ir—bo—PO—RG OO i 5SS S R G RO RO XA —3-O— s
afba +hao—dato—o-f—anacsrmait £ tha 17\11;\19:@*- baill for the a11}\c~gq11mn+~

fiscal—raar prior to the date when the transfer would
interfere with the carrying out of any object for which the special
fund was created.

Third--That Section 6 of Article XIII B thereof is amended to read:

SEC. 6. {(a) Whenever the Legislature or any state agency
mandates a new program or higher level of service on any local
government, the State shall provide a subvention of funds to
reimburse that local government for the costs of the program or
increased level of service, except that the Legislature may, but need
not, provide a subvention of funds for the following mandates: (1)
Legislative mandates requested by the local agency affected.

(2) Legislation defining a new crime or changing an existing
definition of a crime.

(3) Legislative mandates enacted prior to January 1, 1975, or
executive orders or regulations initially implementing legislation
enacted prior to January 1, 1975.

(b) (1) Except as provided in paragraph (2), for the 2005-06
fiscal year and every subsequent fiscal year, for a mandate for which
the costs of a local government claimant have been determined in a
preceding fiscal year to be payable by the State pursuant to law, the
Legislature shall either appropriate, in the annual Budget Act, the
full payable amount that has not been previously paid, or suspend the
operation of the mandate for the fiscal year for which the annual
Budget Act is applicable in a manner prescribed by law. A
reduction in an appropriation pursuant to subparagraph (B) of
paragraph (2) of subdivision (f) of Section (10) of Article IV shall
not be deemed to reduce the reimbursement amount to which a local
agency is entitled pursuant to this section.

(2) Payable claims for costs incurred prior to the 2004-05 fiscal
year that have not been paid prior to the 2005-06 fiscal year shall
be paid over a term of not more than 15 years, as prescribed by law.

(3) Ad valorem property tax revenues shall not be used to
reimburse a local government for the costs of a new program or higher
level of service.
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(4) This subdivision applies to a mandate only as it affects a
city, county, city and county, or special district.

(5) This subdivision shall not apply to a requirement to provide
or recognize any procedural or substantive protection, right,
benefit, or employment status of any local government employee or
retiree, or of any local government employee organization, that
arises from, affects, or directly relates to future, current, or past
local government employment and that constitutes a mandate subject
to this section.

(c) A mandated new program or higher level of service includes a
transfer by the Legislature from the State to cities, counties,
cities and counties, or special districts of complete or partial
financial responsibility for a required program for which the State
previously had complete or partial financial responsibility.

Fourth--That Section 8 of Article XVI thereof is amended to read:

SEC. 8. (a) From all state revenues there shall first be set

apart the moneys to be applied by the State for support of the public
school system and public institutions of higher education. (b)
Commencing with the 1990-91 fiscal year, the moneys to be applied by
the State for the support of school districts and community college
districts shall be not less than the greater of either of the
following amounts:

(1) The amount that, as a percentage of General Fund revenues that
may be appropriated pursuant to Article XIII B, equals the
percentage of General Fund revenues appropriated for school districts
and community college districts, respectively, in the 1986-87 fiscal
year.

(2) The amount required to ensure that the total allocations to
school districts and community college districts from General Fund
proceeds of taxes appropriated pursuant to Article XIII B and
allocated local proceeds of taxes are not less than the total amount
from these sources in the prior fiscal year, excluding any revenues
allocated pursuant to subdivision (a) of Section 8.5, adjusted for
changes in enrollment and adjusted for the change in the cost of
living pursuant to paragraph (1) of subdivision (e) of Section 8 of
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paragraph (1) of subdivision (b) exceeds the amount computed pursuant
to paragraph (2) of subdivision (b) by a difference that exceeds one
and one-half percent of General Fund revenues, the amount in excess
of one and one-half percent of General Fund revenues shall not be
considered allocations to school districts and community colleges for
purposes of computing the amount of state aid pursuant to paragraph
(2) of subdivision (b) in the subsequent fiscal year.

(d) If, for —swy~ the 2005-06 fiscal year,
or any subsequent fiscal year, an amount is appropriated for
the support of school districts and community college districts in
excess of the minimum amount required to be appropriated for that
fiscal year pursuant to subdivision (b), the excess amount so
appropriated shall not be deemed an allocation to school districts
and community college districts for purposes of calculating the
moneys to be applied by the State for the support of those entities
for any subsequent fiscal year pursuant to paragraph (2) of
subdivision (b) ——unless—the—sbatbirbo—aking—thab—-ay4aoss

(e) (1) The total amount of any outstanding maintenance
factors, arising pursuant to former subdivision (d) for one or more
fiscal years preceding the fiscal—resr—that—commencos
subsequeit—tomttho—oiioctivo—dato——oi—tho—teasure—bhab—addod—his
subdivision— 2005-06 fiscal year , shall be
repaid no later than July 1, 2021. The repayment of any maintenance
factor pursuant to this paragraph for any fiscal year shall be
divided between school districts and community college districts in
the same proportion that allocations for that fiscal year that were
made prior to the effective date of the measure that added this
subdivision were apportioned to school districts and community
college districts. The payment of a maintenance factor amount in
—aRy—iiseal—year— the 2005-06 fiscal year, or
any subsequent fiscal year, shall not be deemed an allocation
to school districts and community college districts for purposes of
calculating the moneys to be applied by the State for the support of
those entities for any subsequent fiscal year pursuant to paragraph
(2) of subdivision (b).

(2) The balance of any amounts that were required by this section
to be allocated to school districts and community college districts
for the 2003-04 fiscal year, or any preceding fiscal year, but were
not allocated as of the effective date of the measure that added this
subdivision, shall be allocated no later than 15 years following
that date. The total amount of augmentations allocated pursuant to
this paragraph for any fiscal year shall be divided between school
districts and community college districts in the same proportion that
allocations for that fiscal year that were made prior to the
effective date of the measure that added this subdivision were
apportioned to school districts and community college districts.

(3) (A) The balance of any amounts that are required by this
section to be allocated to school districts and community college
districts, for the 2004-05 fiscal year, or any subsequent fiscal
year, but are not allocated as of the end of that fiscal year, are
continuously appropriated to the Controller from the General Fund of
the State for allocation to school districts and community college
districts upon the certification by the Department of Finance and the
Superintendent of Public Instruction of the final data necessary to
perform the calculations required pursuant to subdivision (b). That
certification shall be completed within 24 months subsequent to the
end of the fiscal year. The amount appropriated pursuant to this
paragraph shall be divided between school districts and community
college districts in the same proportion that allocations were made
during that fiscal year to school districts and community college
districts.

Page 10 of 13
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(B) The Legislature may require, in the —hudget—ass
Budget Act or any other statute, that a school
district or community college district use funds allocated pursuant
to this paragraph for a specified purpose.

(f) (1) Payable claims for state-mandated costs incurred prior to
the 2004-05 fiscal year by a school district or community college
district that have not been paid prior to the 2005-06 fiscal year
shall be paid no later than the 2020-21 fiscal year.

(2) Amounts allocated to a school district or community college
district for a fiscal year pursuant to subdivision (b) shall first be
expended by the district to pay the costs for state mandates
incurred during that fiscal year.

(g) (1) For purposes of this section, "changes in enrollment"
shall be measured by the percentage change in average daily
attendance. However, in any fiscal year, there shall be no adjustment
for decreases in enrollment between the prior fiscal year and the
current fiscal year unless there have been decreases in enrollment
between the second prior fiscal year and the prior fiscal year and
between the third prior fiscal year and the second prior fiscal year.

(2) For purposes of this section, "maintenance factor" means the
difference between (A) the amount of General Fund moneys that would
have been appropriated for a fiscal year pursuant to paragraph (2) of
subdivision (b) if that paragraph, rather than former paragraph (3)
of that subdivision, had been operative or, as applicable, the amount
of General Fund moneys that would have been appropriated for a
fiscal year pursuant to subdivision (b) had subdivision (b) not been
suspended pursuant to a statute enacted prior to —JeRseay

July 1, 2005, and (B) the amount of General Fund
moneys actually appropriated to school districts and community
college districts for that fiscal year.
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Fifth--That Section 6 of Article XIX thereof is amended to read:
SEC. 6. 1\1n4—h4ng 1 ol a5z =0 o

Subdivision (h) of Section 12 of Article IV —pxochibits
does not prohibit the Legislature from
authorizing, by statute, loans to local transportation agencies,
cities, counties, or cities and counties, from funds that are subject
to this article, for the purposes authorized under this article. Any
loan authorized as described by this section shall be repaid, with
interest at the rate paid on money in the Pooled Money Investment
Account, or any successor to that account, during the period of time
that the money is loaned, to the fund from which it was borrowed, not
later than four years after the date on which the loan was made.
Sixth--That Section 1 of Article XIX A thereof is repealed.
Seventh--That Section 1 of Article XIX B thereof is amended to
read:

SECTION 1. (a) For the 2003-04 fiscal year and each fiscal
year thereafter, all moneys that are collected during the fiscal year
from taxes under the Sales and Use Tax Law (Part 1 (commencing with
Section 6001) of Division 2 of the Revenue and Taxation Code), or any
successor to that law, upon the sale, storage, use, or other

Page 11 of 13
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consumption in this State of motor vehicle fuel, and that are
deposited in the General Fund of the State pursuant to that law,
shall be transferred to the Transportation Investment Fund, which is
hereby created in the State Treasury.(b) (1) For the 2003-04 to
2007-08 fiscal years, inclusive, moneys in the Transportation
Investment Fund shall be allocated, upon appropriation by the
Legislature, in accordance with Section 7104 of the Revenue and
Taxation Code as that section read on March 6, 2002.

(2) For the 2008-09 fiscal year and each fiscal year thereafter,
moneys in the Transportation Investment Fund shall be allocated
solely for the following purposes:

(A) Public transit and mass transportation.

(B) Transportation capital improvement projects, subject to the
laws governing the State Transportation Improvement Program, or any
successor to that program.

(C) Street and highway maintenance, rehabilitation,
reconstruction, or storm damage repair conducted by cities, including
a city and county.

(D) Street and highway maintenance, rehabilitation,
reconstruction, or storm damage repair conducted by counties,
including a city and county.

(c¢) For the 2008-09 fiscal year and each fiscal year thereafter,
moneys in the Transportation Investment Fund shall be allocated, upon
appropriation by the Legislature, as follows:

(1) Twenty percent of the moneys for the purposes set forth in
subparagraph (A) of paragraph (2) of subdivision (b).

(2) Forty percent of the moneys for the purposes set forth in
subparagraph (B) of paragraph (2) of subdivision (b).

(3) Twenty percent of the moneys for the purposes set forth in
subparagraph (C) of paragraph (2) of subdivision (b).

(4) Twenty percent of the moneys for the purpose set forth in
subparagraph (D) of paragraph (2) of subdivision (b).

(d) (1) The transfer of revenues from the General Fund of the
State to the Transportation Investment Fund pursuant to subdivision
(a) may be suspended, in whole or in part, for any fiscal year
preceding the 2007-08 fiscal year if both of the following conditions
are met:

(A) The Governor has issued a proclamation that declares that the
transfer of revenues pursuant to subdivision (a) will result in a
significant negative fiscal impact on the range of functions of
government funded by the General Fund of the State.

(B) The Legislature enacts by statute, pursuant to a bill passed
in each house of the Legislature by rollcall vote entered in the
journal, two-thirds of the membership concurring, a suspension for
that fiscal year of the transfer of revenues pursuant to subdivision
(a), provided that the bill does not contalin any other unrelated
provision.

(2) (A) The total amount, as of July 1, 2007, of revenues that
were not transferred from the General Fund of the State to the
Transportation Investment Fund because of a suspension pursuant to
this subdivision shall be repaid to the Transportation Investment
Fund no later than June 30, 2022. Until that total amount has been
repaid, the amount of that repayment to be made in each fiscal year
shall not be less than 1/15 of the total amount due.

(B) —Fhe- Notwithstanding Article XVI, the

Legislature may provide by statute for the issuance of bonds by

the State or local agencies, as applicable, that are secured by the
payments required by this paragraph. Proceeds of the sale of the
bonds shall be applied for purposes consistent with this article, and
for costs associated with the issuance and sale of the bonds.

(e) The Legislature may enact a statute that modifies the
percentage shares set forth in subdivision (c) by a bill passed in
each house of the Legislature by rollcall vote entered in the

Page 12 of 13
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journal, two-thirds of the membership concurring, provided that the
bill does not contain any other unrelated provision and that the
moneys described in subdivision (a) are expended solely for the
purposes set forth in paragraph (2) of subdivision (b).

Eighth--That the provisions of this measure are severable. If any
provision of this measure or its application is held unconstitutional
or otherwise invalid, that invalidity shall not affect other
provisions or applications that can be given effect without the
invalid provision or application. Title - Line 1. Digest -

Pages 2 & 6. Text - Pages 9, 15, & 19.
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